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The Soviets at the Conference: Propsgenda and Vital Interests

The exposition of the Kremlin's theses on world trade and :
econonmic development has occupled a large volume of Soviet litera-
ture, particularly since the death of Btalin ten years ego. The
positions heve been elaboreted so often, and in such detail, that
they leave little doubt about the probable direction of Soviet
gpeeches and proposals at the forthcaming United Nations Confer-
ence on Trede and Development. -

In a recent Boviet article devoted to the Conference, the major
positions of the USER were again set forth. The most important sub-
Ject on the agends, from the Soviet goint, is the guestion or
creating a worldwide trade orgenization, mbracing all regions end
countries, without eny kind of discrimination,” es Khrushchev
suggested in Moy 1962. A second area of major Soviet sttention is
the trade of less-developed eareas, including questions of the
grovth of trads, stebillizing tg export prices, overcoming
the supposed "non-squivalent exchenge” between industriasl) end less-
developed nations, and a more philosophical topic: “the signifi.
cance of equal and mutuelly profitable tre.d.c among countries with
dirferent levels of economic development.™ - Because of its

"significence for peaceful coexistence snd ecomomic progress"” the
Soviete propose as a third general. subject of discussion the
expension of East-West trade, with perticulsr attention to
liquideting "2ll forms™ of discrimination from this trade. The
UBSR further suggests that the preperatory committee for the
Conference keep in mind "the fect thet general and complete dis-
a:mntwouldheamatimpmmfactormmendingmrmum
and economic development.™

The recl motivation underlying these propagende poesitions 1s
seen most clearly against the background of vital Soviet policy
interests in vhich trade plays, or might be made to plsy, a
significant role.

The Soviet leadership has seen the Common Market es a locus
of vast potential economic and politicel power in the non-Commminist
world toverd vhich many countries -~ including, perhops, some of
those in Eastern Burope -- would surely gravitate. Hence the USSR's
spokesmen cell for an end to regionsl trading Bloes and their
replecement by a single, worldwide trade organization: precisely
the sort of unstructured, politicelly-charged forum in vhich any
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attempts at serious discussion of trade problems would be drowned
out by thundering oratory against colonialism. Possibly of equal
Importance to the Soviet government is the knouledge that, in the
ebsence of close regional groupings of non-Commnist nations, the .
full bargaining pover of the Soviet state, represented in the trade
monopoly, could be hrought t0 bear egeinst any single Free Vorld
country.

In calling for an end to trade discrimination the Soviet pro-
pegendists echo the cries of their spokesmen before the Lesgue of
Nations more than thirty years sgeoocnfddene, like thelr predecessors,
unwilling to discuss the world's most effective organ for trade
Aiscrimination: the Soviet trade monopoly. The Western governments
continue to rely largely on published texiff schedules to influence
trading activity, while the USSR directs its trade by edministrative
fiat, giving it obvious advantages in speed, impect, and secrecy.

In such conditions. the USSR stands only to geain, and Western
countries only to lose, in any reciprocsl pledge to apply moste
favorede-nation trestment or commercial principles to mutusl trade;
clearly discrimination camnot be proven sgainst a state trade

monopoly.

- The Boviet govermment has a vital interest in achleving the re-
moval of Western trade restrictions. Generally the absence of such
restrictions would enhance Soviet prestige as a menmber in good
standing of the coommity of nations and, of more messurable
importance, would give Soviet trading orgens a freer hand to buy

and sell the products of their choice in the markets of their choice.
An end to Vestern trade controls would not in fact lead to eny up-
surge in East.West trade, but rather to an increase in selective
Soviet purchases of prec:!.se]y the sorts of technology now proscribed
from sale to the Bloe. _

In pursuit of this objective Boviet propagandists can be ex-
pected to continue singing of the goldem vistas of opportunity for
expended trade vith the USSR. The rapid growth of the Soviet
(and Soviet Bloc) econcmy, they argue, will lead to an ever-
expanding Bloc market, forWostemconsumrgoods as well es
machinery. (Why current Soviet purcheses of econsumer ‘goods are st so
lov 2 level is ignored). To the Americen worker and businessmen
the possibility of huge Soviet ordars ore held ocut as a means to
offset declining domestic demend end rising unemploymént. In
Vestern Eurcpe end Jopan the Soviét propagendist adds fo t.hia
eppeal the Lmportence of trode with the USSR es a woy to escape
economic dominationbythaﬂnitedstatcs. Themu'lqramun- :
supported cleim that expended East-West trade will somehow lead -
to a relexation of international tensions i2 one more point often
encountered in Soviet propagande. In regard to strategic trade -
controls, in particular, Soviet spokesmen argue -- with some dasis
in fect «- that similar efforts in the past have not achieved their
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objective; that, on the contrary, controls have csused the Soviet
Bloe to develop its own sources of eupply and, as in the case of
alumimm, the Bloc has become a net exporter.

The Kremlin's propagands theses on trede with the less~de-
veloped pert of the world flow fram ths perticular role assigned
this group of countries in Soviet generzl strategy. Briefly these
countries are looked upon officislly as the weskest link in the
world ecoromic syetem of the West; as sources of the plundered raw
materials upon vhich the economic progress and wealth of the
Industrial West: largely depend; ani se backward, exploited peoples
with a tremendous, though letent, revolutionery potential.

Currently the Boviet lesdership sees as its chlef role in
these countries the support of their netional liberstion movements,
the encouragement of policles designed to sever their remoining
political end economic ties to the metropolitan countries of the
VWest, andi the extension of economic and military cssistance to the
new national governments. It is recognized in Moscow that the
ldeology of the nev regimes will contain little beyond an intense
nationalism salted with an enti-colonial bias. (Khrushchev, hime
gelf has spoken with contempt of the distorted notions of socielism
held by many of the nev nations® leaders). For the time being,
hovever, this is enough to satisfy Khrushchev's -= though
certainly not Mao’s -~ expectations in the developing countries.

Gredually, in the Soviet view, Western influence will be eroded
and there will be increasing scope for political activity by pro-
Commmunist elements in the society. Eventually the demands for more
radicel soclsl and economic reform ere expected to lead to the downe
fall of nationalist regimes in favor of Commmnist-dominated
governments. Attempts will be made in the meantime t0 increase the
underdeveloped peoples® ewareness of the USSR, both as an
appropriate model for economlc growth and es a powerful ally in
their struggle for independence. While the Soviet
guided by this policy, lends suppoxt to the anti-Commmist regim
of Nasser and the feudal regime in Yemen, it is nevertheless
equelly prepared to teke quick adventege of a revolutionary winde
fall, such as the rapid metamorphosis of Cuba from a national
1iberation movement to a Boviet Satellite. _

From this spprecistion of the historiesl destiny of the less-
developed countries flowe a muwber of propagends theses concerning
their trade. The general line personifies the Western powers as
Evil, the Soviet Bloe 28 Good. Trade with the West is fraught vwith
danger; trade with the Bloe is good. To accept aid from the West
is to strike a bargain with the Devil, and he alwoys exacts a high
price. The fact that these countries are todsy undeveloped is due
precisely to their long bondage as colonies.
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Hance, the goals of the West ere antithetical to those of the
nev netions; the interests of the USSR and of the new nations
are identical.

- Boviet propegandists urge the severance of economic bonds
with the Industrial West. %The developing countries no longer
have to cravl begging to the West for economic aid, Khrushchev
has sald, beceuse now the powverful, industriaslized soclaliet
oamp gtonds ready to provide them with cepital goods and
technicel assistance of the highest quality, and on favorsble
terms. The Bloc countries will, it is asserted, provide vhatever the
new ngtions request, under lov interest-bearing credits end with no
political strings stteched. Moreover repoyment cam be made in the
traditional export commodities, for vhich the rapidly.
econcm:tes of the soclalist cemp offer a groving market.

The planned chayacter of Bloe economic activity, vhich permits
quentities and prices of imports to be arreanged some years in
advence of delivery, is contrasted with the cyclical movements
affecting the trade of Western industrisl countries. On the
Vestern world merket, it is further asserted, the terms of trade
ayre continmuelly moving egainst the primary producing nstions.

The Vestern monopolist charges ever higher prices for his manu-
actures and pays ever less for his rav materials.

The Bloc's real potential aes & market for the tropical
commodities that account for by far the greater part of the
developing countries® exports 1s uncertain, as indicated in another
part of this paper. Only o couple of thess products are in any
sense essential imports for the Soviet Bloe; and .even for thece
few goods, domestic substitutes are being rapidly developed.
Furthermore the prospects held out by Soviet propasgondists for a
vastly higher level of trade based on the exchange of Bloc
machinery for such non-essentisls as coffee and cocoa, find:
Jittle support in the past forty years of Soviet trade and trade
policy. Recent trade data similayly fall to demonstrate the
vaunted stebility of Bloc imports from the emerging nations.

Concerning economic development Soviet spokesmen, including
lecding ceademicians, have sought generslly to analyze the problen
within o comperative context, dlccussing the mpecific applicability

of the Soviet experience to the newvly emerging countries. The
experience of Soviet Central Asio is often cited os 2 prototype for

R -
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¢he sort of rapid development that beckward areas cen antleipate
1if they choose the so~called socialist path. As a first step the
new states are éncoursged to assume coatrol of national aconomic
1ife. This stzte capitalism should involve, et & minimum,:the -
nstionalization of forelgn-ovmed industry and finence, the
esteblishment of & foreign txaede monopoly, and the priority
development of the state sector of the economy.

Vhile the socislist camp is willing to essist their
industrielization by providing capitel eguipment and technical
expertise under long-term credits, the new nations ere sdmonished
that they must rely primarily on their own resources. Supplemental
inputs from the Soviet Bloc will nevertheless be importent. This
18 particularly true because of the special character of Soviet
old. Unlike Vestern assistance, that from the socialist countries
is provided exclusively to the state sector -nd is destined
primerily for heavy industrisl development.

Soviet propegonde describes vhat it usually terms "so-called
aid from the imperislist powers" os insidious end ill-inspired. Its
chief prupose 18 to trap the new netions into politico-military
bloes. It is alsc designed to bind them to the imperdalist West
through economic eand Pinsnciel dependence -- the “nso-colonislism”
of Soviet propagéndists. In doing this, it is charged, the
Western powers purposely neglsct heevy industrial aid. Instead
they offer to develop the infra-structure, thus sseking to ‘
perpetuate the role of the ex-colonies as suppliers of primery
commodities. Or the monopolists build overseas subsidlories, which employ
chesp local lebor; end: whaich sxploit only those resources vhich are the most
readily ettaineble and which yield the most immediate profits for the
VWestern owners.
Such is the general configuration of the Soviet propegenda
position vis-a~vis the developing areas. Recently, however,
several new varistions on the main themes have sppeered. “

One 1s the Soviet response to Chinese cyiticism of the help
glven by Khrushchev to leaders like Nasser, vhose revolutionery -
fervor is noted chiefly for its diligence in Jeiling local
Communists. The resction to Chinese barbs has been twofold: o
groving sensitivity to the revolutionary shortcomings of the nev
nationsl leaders, end an elaborste, more demending rationsle for
continuing Soviet support to them. o

Rece.ntily Soviet prapagondists hove begun to stress trade,
rether than credite, o6 the most beneficiel.form of economle eid.

This thesis, eleborated only once so far, osserts that Soviet
trade 15_, in foct, o form of did to the developing nations,
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because it 1s conducted on more favorsble terms than their trode
vith the Vest. Credits, from vhatever souwce, are costly.

The less-developed countries heve slso begun to figure in
Soviet propagands on disaxmament. If the Soviet proposals for
disarmement are accepted, it is said, dillions of dollers would
be freed for investment in the developing comntries; hence the
nev nations should support the USSR's proposals.
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The Soviets at the m«g Propagande and Vitel Interests

The exposition of the Kremlin's theses on world trade and
sconomic development has occupied a lerge volume of Soviet literas~
ture, particularly since the dsath of Btalim ten years sgo. The
positions have been elsborated so often, and in such detail, that
they leave little doubt ebout the probdable direction of Soviet
speeches and proposals at the forthcoming United Batione Confer-
ence on Trade and Development. ,

In a recent Boviet article devoted to the Conference, the major
positions of the USSR were agein set forth. The most important sube
Ject on the agenda, from the Soviet atandeoint, is the question of
crecting a worldwide trade orgenization, "embracing all regions end
countries, without any kind of discrimination,” as Khrushchev
suggested in May 1962. A second aree of major Soviet attention is
the trade of less.developed ereas, including questions of the
grovth of trade, stebilizing cmmditg export prices, overcoming
the supposed "non-equivalent exchange” bdetween industrisl and less-
developed nations, end a more philosophical topic: “the signifi-
cance of equal and mutually profiteble trade among countries with
different levels of economic development.” - Because of its
"significence for peaceful coexistence and economic progress” the
Soviets propose as & third general subject of discussion the
expension of East-West trade, with perticulsar attention to
liquidating "ell Porms® of discrimination from this trade. The
USSR further suggests that the preparatory committee for the
Conference keep in mind "the fact thet general and complete dise
armapent would be a most important factor in expanding world trade
and economic development.™

The real motivation underlying these propagende positions ise
seen most clearly sgainst the background of vital Soviet policy
interests in vhich trade plays, or might be made to play, a
significent rols. '

The Soviet leadership has seen the Common Market as a locus
of vast potential economlc and politicel power in the non-Commnist
world towvard vhich many countries -~ including, perhaps, some of
those in Eastern Europe -- would surely gravitate. Hence the USBR's
spokesmen call for an end to regicmal trading Bloce and thelr
replacement by a single, worldwide trade orgenizetion: precisely
the sort of unstructured, politicelly-charged forum in vhich any
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attempts at serious discussion of trade problems would be drowned
out by thundering oratory against colonialism. Possibly of equsal
importance to the Soviet government is the knovledge that, in the
ghsence of close regional groupinge of non.Commuiniet natlons, the .
full bargaining pover of the Soviet state, reprecented in the trade
monopoly, could be brought to bear sgeinst any single Free Viorld

country.

In celling for an end to trade discrimination the Soviet pro-
pegendists echo the cries of their spokesmen before the Lesgue of
Nations more than thirty years agacanddens, like thelr predecessors,
unwilling to discuss the world’s most effective organ for trade
discerimination: the Soviet trade monopoly. The Western governments
continue to rely largely on published tariff schedules to influence
treding activity, while the USSR directs its trade by edministrative
fiat, giving it obvious adventages in speed, impact, and secrecy.

In such conditions. the USSR stands only to gain, and Western
comtries only to lose, in any reciprocal pledge to apply most-
favored-nation treatment or commercial principles to mutual trade;
clearly discriminstion camnot be proven against a state trade

monopoly.

| The Soviet government has a vitel interest in achieving the re-

| moval of Western trade restrictions. Generally the sbsence of such

i restrictions would snhance Soviet prestige as a member in good
standing of the commmity of nations and, of more measurable

- importance, would give Boviet trading organs a freer hand to buy

end sell the pxoducts of their choice in the markets of theilr choice.
An end to Western trade controls would not in fact leed to any up=~ |
surge in East-West trede, but rathexr to an increase in selective
Soviet purchases of precisely the sorts of technology now proscribed
from sale to the Bloc.

In pursuit of this objective Boviet propagandists can be ex-
pected to continue singing of the goldem vistas of opportunity for
expanded trade with the USSR. The rzpid growth of the Soviet
(and Soviet Bloc) economy, they argue, will lead to an ever-
expanding Bloc market, for Western consumer gooda as well es
machinery. (Why curvent Soviet purcheses of conzumer goods ape st so
lov a level is ignored). To the American worker and busineseman
the possibility of huge Soviet orderes are held out as o means to
offset declining domestic demend snd rising unemployment. In
Vestern Europe end Jepen the Soviet propsgendist adds to this
appesl the importence of tradé vith the USSR as a woy to escape
economic domination by the Unilted States. The murky and une
supported cleim that expanded East.West trade will somehow lead
to a relaxation of internationsl tensions i# one more point often
encountered in Soviet propagands. In regard to strategic trade
controls, in particular, Soviet spokesmen ergue -- with some dasis
in fact «- that eimilsyr efforts in the past have not achieved their
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objective; that, on the contrerxy, contxols have caused the Boviet
Bloc to develop its oym sources of supply and, as in the casze of
aluninum, the Bloc has become a nat exporter.

The Kremlin's propagands theses on trede with the less-de-
veloped part of the world flow from the particuler role assigned
this group of countries in HSoviet genersl strategy. 3Briefly these
countries are looked upon officially as the weakest link in the
world economic systém of the West; as sources of the plundsred rav
nmaterials upon vhich the economic progress and wealth of the
Industrial West lergely depend; ani as backivard, exploited peoples
vith 2 tremendous, though latent, revolutionsry potential.

Currently the Soviet lsederschip sses as its chief role in
these countries the support of their national liberation movements,
the encouragement of policiee designed to sever their remeining
political and economic ties to the metropolitan countries of the
West, and the extension of economic and military assistance to the
new national governments. It 48 recognized in Moscow that the
1dwlosyorthemrmmsﬁummuttlobmndmintensa
nationalism salted with an anti-coloniel bias. (Khrushchev, hime
self has spoken with contempt of the distorted notions of socielism
held by many of the nav naticns' leaders). For the tims being,
however, this is enough to setisfy Khruchchev's -« though
cartainly not Mao's <« expectations in the developing countries.

Gradually, in the Soviet view, Western influsnce will be eroded
and there vill be increasing scope for palitical activity by pro=
Commmist elements in the society. EBventually the demands for more
radical social and economic reform are axpected to lead to the dowm.
£211 of nationalist regimes in favor of Commmist-dominated
governments. Attempts will be made in the meantime to incresmse the
underdeveloped peoples' avareness of the USER, both as an
appropriate model for economic grovth and as & powerful ally in
their struggle for indepenience. VWhils the Soviet govermment,
guided by this policy, lends support to the anti~Commmist regime
of Nasser and the fsudsl regime in Yemen, it is nevertheless
equally prepared to take quick adventege of & revolutionary winde
fall, such as the rapid metamoryhosis of Cuba from a national
1iberation movement to a Boviet Satellite.

From this apprecietion of the historicsl destiny of the lese-
developed countries flows a mumber of propegenda theses concerning
their trade. The genersl line personifies the Western powers as
Bvil, the Soviet Bloec us Good. Trade with the West is freught with
danger; trade with the Bloc ie good. To accept aid fram the West
is to strike a bargain with the Devil, and he alwvuys exacts a high
price. The fact that these countries ars todsy undeveloped 18 due-
precisely to their long bondage as colonies.

-3
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Hence, the goals of the Vest ere antithetical to those of the
nev nations; the intereste of the USER and of the new nations
are identical.

Soviet propagandists urge the severance of economic bonds
vith the Industrial West. The daveloping countries np longer
have to crevl begging to the West for economic eid, Khrushchev
has sald, because now the powverful, industrielized socialist
camp stonds reedy to provide them with cepitel goods and
technienl assistence of the highsst quality, and on favorable
terms. The Bloc coumtries will, it is aseerted, provide vhatever the
new netions requeet, under lov interest-besring credits end with no
political strings stteched. Moreover repayment can be made in the
traditional export commodities, for which the rapiﬂly—upauding
econm:les of the soclalist camp offer a growing merket

The planned character of Bloc economic activity, vhich permits
quentities and prices of imports to be ayranged some yeers in
edvance of delivery, is contrasted vwith the cyclical movements
effecting the trade of Western industrisl countries. On the
Vestern world market, 4t is further asserted, the terms of trede
are continmually moving sgoinst the primery producing nations.

The Viestern monopolist charges ever higher prices for his menue-
factures and pays ever less for his raw materials.

The Bloc’s resl potentisl as s market for the tropical
~commodities that account for by far the greater pexrt of the
developing countries?! exports 1s uncertain, as indicated in another
part of this paper. Only a couple of these products are in any
sense essentiel impotts for the Soviet Bloc; and,even for these
faw goods, domestic substitutes sre being rapidly developed.
Farthermore the prospects held out by Soviet propagondists for a
- vastly higher level of trade based on the exchange of Bloc
machinary for such non-essentials as coffee and cocoe, find:
1ittle support in the past forty years of Soviet trade and trade
policy. Recent trade data similarly fail ¢o demonstrate the
vaunted stebility of Bloc imports from the emerging nations.

Concerning economic development Soviet spokesmen, including
leading ceademicions, hove sought generelly to analyze the problen
within o comparative context, dlccuseing the specific epplicability

of the Boviet experience to the nevly emerging countries. The
experience of Soviet Central Asia 48 often cited os a prototype for

pal--
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the sort of rapid development that backwerd areas can anticipsate
if they choose the so-called socialist path. As a first step the
nev states are encouraged to assume control of nstional economic
1ife. This state capitalism should involve, at & minimm,the
nationnlization of fareign-ownad industry and finance, the
esteblichment of a foreign trade monopoly, end the priority
development of the state sector of the economy.

While the soclalist cemp is willing to essist their
industrialization by providing capital equipment and technical
expertise under long-term credits, the new nations are admonished
that they must yely primerily on their own resources. Supplemental
inputs from the Boviet Bloc will nevertheless be importent. This
18 perticularly true because of the special character of Soviet
ald. Unlike Western oseistence, that from the soclalist countries
18 provided exclusively to the state sector -nd is destined
primerily for heavy industrial development.

Soviet propegonds describes vhet it usuelly terms "so-called
aid from the imperielist powers” ss insidious end ill-inspired. Its
chief prupose is to trap the new nations into politico-military
blocs. It is also designed to bind them to the imperislist Veset
through economic and financial dependance == the "nec-colonialiem”
‘of Boviet propegsndists. In doing this, it is cherged, the
Western powers purposely neglect heavy industriel eid. Instead
they offer to develop the infra~structure, thus seeking to ‘
perpetuate the role of the ex-colonies as suppliers of primery
comnodities. Or the monopolists build overseas subsidiories, which employ
cheap local lebor; end: vhich exploit only those resources vhich are the most
readily atteinsble spd which yleld the most immediate profits for the
Vestern owners. _.
Such is the general coafiguration of the Soviet propegands
position vis-a~vis the developing areas. Recently, however,
geversl new variations on the main themes have sppeared.

Ona is the Soviet response to Chinese criticism of the help
given by Khrushchev to leaders like Nasser, vhose revolutionary -
fervor is noted cuiefly for its diligence in Jailing local
Communists. The reaction to Chinese barbs has been twofold: a
groving sensitivity to the revolutionary shortcomings of the new
national leeders, and an eleborate, more demending rationale for
continuing Soviet support to then. ,

Becently Soviet propagendists have begun to stress trade,
rother then credits, as the most beneficiel.form of economic aid.

This thesis, eleboreted only once so far, asserts that Soviet
trade 1s, in fact, o form of €id to the developing nations,
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- because it is conducted on more favorgble teims than theiy trode
vith the Vast. Credits, from vhalever source, are costly.

The less-developed countries have 8180 begun to figure in
Soviet propaganda on disermament. If the Soviet proposals for
disarmoment are sccepted, it is sa2id, dillions of dollars would
be freed for investment in the developing countries; hence the
new nations ehould support the USER's proposals.
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I. Magnitude and Directiom

The specter of Soviet economic varfare suggested by Khrushchev's
untlateral declaration of & "wer through trade” has been magnified
by the proliferation of Eloc trade activities in underdevelopad
countries of the Free World. The dispropartionately large political
fnmpact of the Elo¢ trade program has beex more a tribute to the
6kill with which its yropeganda vaine has bean exploited by the
Bloc than to the size vhich 1s, om the whole, still rather modest.
Agairwt the initlal advanteges of atete momopolies of foreign
trade directed Ly a unity of commercial and politieal interests,
Bloc countries have consistently sought to portray themselves as
¢conomies whose ostansible demsnd for s wide renge of foodstuffs
and cobsumer goods enables them to absordb with profit the agricul-
tural and rev materials surpluses of mrimery producing natioms.

Undexr the impact of seven years of active Bloc trads promotion
in the area, Bloe trede with underdeveloped countries haes incresssd
almost two and one half times. In 1955 there were in effect an
sstizated 90 commercial sgreemants between ths Bloe and underdeveloped
countries and e total #rade turnover of orly US $950 million.#Ry
1961 the mmber of commsrcial agreements hed 0 more than 200
and the value of the trade tannover to about $2.2 billion.

Deepite the sizable overall expansion of Kloe trade with the
umderdeveloped countries during the period under review, the rate
of growth has alowed considarebly since 1959. Trade turnover in-
1961 was only 4 perceat above the 1960 level, while preliminsxy
data for 1962 show that ths trade turnover held constant at about

# Thwroughout this papsr, the terms Soviet Bloe or Bloc are to be
interpreted as including only the USSR and its Buropesn Satellites,
namely, Albanie, Balgaria, Czechoslovakie, BEast Gernmany, Bungaxy
Poland end Rumsnia. The term underdevaloped coumtries includes the
following Free World eountries: (1) all independent countries in- -
Latin Awmeries, exclnding Gnba; (2) all countries in the Middle Bast,
including Gyprus, Greece, the iex Arad Republic, Turkey, and

the United Arsb Republic (Eaypt); (3) ell countries in Afries except
the Republic of South Afries; (4) sll countries in Scuth emd South-
east Agla, including Afghanisten and Pakistan; spd {5) Iceland,
Portugal, Spein, and Yugoslavie.

#% This paper is based yprimarily on trade statistics ss reported Ly
the underdeveloped countries themselves. It should be noted that

these figures differ substantially from those on the same trade as
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the US $2.2 billion level of 1961. (Hae Table 3) Moreover, the
share of the underdeveloped countries in totel Soviet Bloc trade
hes remained e stable 7 to 8 percent since 1956, while the Bloe's
share of aggregate underdevelopsd countyy trade has amounted to
only 4 %o S pesrcent. The Eloc does ocouly a preponderant share of
the total txrade of certain underdevalopsd countries, however,
acoounting for as mich as 40 percent of the total trade of Afghan-
istan and almost 30 percent of the total trade of the United Arab
Republic and Guinea. (See Table L) Data on Soviet Bloe exports
to and imports from individusl underdeveloped countries are pra-
seamted in Tables 5 and 6. '

Phroughout the period 1955-61, the Middle Bast has acoounted con-
sisientls for the largest share of Hloe trade with the under-
developed aress; this shsre has ranged between 30 and 45 percent
of total trade with the underdeveloped countries. (See Table T)
Although the Bloc has trade relations with 13 Middle Easterm nstions,
six of them -+~ the United Arsd Republie, Gresece, Turkey, Syris,

Iran and Iraq -~ have accounted for more than 90 percent of the
totel, with the UAR alone aceounting for roughly half of this
commesrce since 1957.

Boe trade with the underdeveloped countries of Europe accoun-
ted for slightly more than ope-~fifth of Bloc-underdeveloped
trade during 1956-60. This shere declined to gbout 18 percent in
1961, howsver, largely ss a result of a decreese in Hoe trade with
Yugoslavia, which had sccounted for four-fifths or more of Bloec
trade with the underdeveloped countries of Europe since 1956.

Although the countries of Asia accounted for less than one-
fifth of Bloc trade with the underdeveloped areas in earlier years,
this trade recently has sgsumed more prominence, and in 1961 it

raported ty official Bloc sources, especially those of the USSR.

The statistical discrepancies result mainly from the following:

(a) Differences in reporting methods. Indoneeis and India, for
exanmple, do not include in thelr trade statistics all imports undexr
forelgn ald, whereas the USSR reports exports furnished on credit;
{p) Scope of the statistics. Soviet stetistics include trade with
certala countries such as Afghonietan and Yemen that are not repor-
tad in Free World statistiecs; (e) Transportation end mmga costs.
Soviet exports and imports are reported on an f£.0.b. basis, whereas
Frae World imports ere generally recorded on a c¢.1.f. basis, and

{4) Time lags. Exports from one country at the end of a year, waich.
are recorded as exports in that year, mey not be received snd recor-
ded in the ecountry of destination until the following year.
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mwmdfwmtbmm-mthofmwmdmntg
trade. Since 1956 Indis end Malaya have accounted £0r between
and 70 percent of this trade, with Indonesia and Afghanistan
acoounting for the major portion of the remsinder.

The ghare of the Latin American nations in total Hloc-underdevel-
oped country trade has held stesdy at about 14 percent since 1958.
In that year Argemtina accounted for half of all Hloe trade with
Iatin Anercia and wves followed in impoxtance
with the Bloc comprised 28 percent of the Latin American total.
Since 1958 the positions of Argentina and Praeil have been
roversed, wvith Rrazil now esoccounting for half and Argentine for a
1ittls more than one-third of HEloc-Latin Amerdcan trade. Motivated
by a nsed to increase foreign sales of primary products, mincipelly
coffee and cocce, the Brazilisn Government recently has placed
great stress on exgending trade relsilons with the Bloc and In late
1962 estabiished a high-level governmental committes to facilitate
and coordinate trade with the Hloe. Uruguay, the third most impor-
tant Latin Americen treder with the Bloeo, accounted for less than
6 psrcent of Bloe-Latin Americzn trade in 1961.

Koo trade with Africe 4id not agsume much Irgportance as &
share of total Bloc-underdeveloped couniry trade until 1960-61,
whea it accounted for 9-10 percent of the total. Although some
twenty African natlons are conducting trade with the Eloec, five
nations -~ Ghans, Guinea, Morocco, Rigaria, and Sudan -- accounted
for 70 percent of this trade in both 1960 and 1961.

JI. The Hioc as & Market

A. Present Dimenaions

Deapite the very real growth in trade between the Soviat
Kloc and the underdeveloped countries ~- snd the protensions of
Bloe propagandas -- the Soviet Bloc currently provides only a modest
rexket for the gate exports of underdeveloped countries. In
both 1960 and 1961 the Bloc provided a market for omly about 5 per-
cent of thelr total exports. The Free World industrianlized nstions,
on the cther hand, continue to be the predominant purchasers for
underdeveloped countries, absorbing more than TO percent of their

total. exports.

¥or politicel as well a8 for economic ressons, the signifi-
cence of HBloc markets varies greatly from one underdeveloped country
to another, with Blo¢ concemtration on a selected and limited mm-
ber of underdeveloped countries for which it provides a maxket for

-3 -
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a significant portion of the exports of these countrdies. {Bee
mshle 4 for thoge camiries for which the Kloe provides a merket
far 5 percent or more of total exports.)

EMm,mmmmmhtsmmmmmmw
of Africen counmtries, sbout 23 percenmt of Guinea's exports were sold
+o the Kloc in 1961, pearly 10 percent of Sudan’s and 6 percemt of
Puniaia’s. Although data on Meli's exporta sxe 2ot aveilable, it
1smmmemmmmmm=mt--mma--
entrés into vhat had hiterto been a Franch yreserve, and togsther
w&uadalmstthemmpmxtmpofmumwﬂmwﬁe.
8ince peamites considtute Mall's mlemtorwuwm
iternatiomal trade, 1t is safe t0 1nclude Mali as one of the
Afyrican nations for wbich the Hloc has become & major market.

There are several countries in the Middle Esst for which the
Hloc provides a signifiecant market. In 1961 two-Pifths of the
e:qporbsofthet!nitedhabaepubucaﬂalmstm&-fmrthofm's
exports were sold to the Bloc. About balf of the United Arab
nmuto'amammmmmmmmmmmg
yeer 1061/62. Approximately 14 percemt of Syria's exports and some
5mlopermtoftheexportsofmmandmwvmabswbed
by the Hloe in 1961. In Asis, with the exception of Afghanisten,
wvhich sends more them 30 percent of its exports to the Koe, the
pajor Asian exporters to the Kloc, namely India, Indonesia, and
ualm,aadasmdbmmstomwmtofmirmtstom
Bloo. )

. In Latin Americe, the importance of Bloc markets ranges
from negligible for most coumtrles to about 5 percent for Argentina
sod Brazil to T percent for Urugusy. And two of the four under-
developed countries of Furope found slzable parkete in the Bloo in
1961l. More than 30 percemt of Yugoslavia's exports end 14 percent
of Iceland's exporis were taken hy the Hloe.

B. Commodi ition of Hloe )

An eualysis of the conmodity patiern of Roe trade with
most upderdeveloped courtries suggzests that the Bloc represeats to
these areas primarily a market for their foodstuffs and agricultural
raw materials, and perhaps only seeondarily a sowrce of supply. In
recent years, crude materisls, mainly rubber, eotton, wool, and
hides and skins, have averagad more then halif of Hloc imports from

 the underdeveloped countries, while foodatuffes have comprised almost
one-quarber. The remainder consists of small) quantities of mamu~
factured goods, machinery and equipment, chemicals and fuels.
(See Table 8) The commodity imports of both the USSR end the Euro-
pean Satellites are similarly resiricted.

ol
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High on the Bloe import liat of crude materisls are cotton
ard rubber, which together have accounted for roughly two-thirds
of Bloec imports of crnds materials, and one-third of total Bloe
imports from the underdeveloped countries, in recent years. As
the growth of imports of matural rubber Ly the industrialized natioms
of the HWest hes beoome limited ly the increased usa of symthetic
rubber, Soviet Blos imports have becous a more importent factor in
world rubber trade. Imports of nstaral rvbber from the Free World
by the UBER expanded markedly in 1561, dringing total Bloe imports
of rubber to sbout 485,000 tons, or adout two-fifths of the totel
amount of yubber imported Yty the rations of Western Barope end Noxrth
dmerica. Hloc imports of rubber now represent about 30 percent
of totel Boviet imports from underdeveloped countries and 8 percant
of thoee of its Satellites. These imports of natural rubber are
obtained largely from Malaya, with Indomesia replacing Ceylom in
recent years ss the second nost important supplier, possidly
bacause of the political aims of the HKioc as well as economic
considerations.

Within the food products category, cocoa besns and coffee
have become the most important Koec imports, accounting for one-
fourth and one-third of Bloc imporis of food products from the
underdeveloped countries in 1960 and 1961, respectively. Bloc
imports of coffee, more then fonr-fifths of which mow coms from
Brazil, have incressed steadily since 1959 resching 80,000 toms in
1961, or more than four times as mich as in the mid-1950's -- though
st1ll dbarely 3 percent of world trade in coffee. However, at
100,000 toms, Eloe imports cf cocce beans in 1960 aecounted for
about one-tenth of world trade. %This proportion declined scmewhat
in 1961, however, Jargely as a result of a sharp decresse in Hloc
imports of Ghennian cocoa.

If the econcmic development of the underdeveloped countries
is not to be paralyzed by chronic balance-of-payments difficulties
they also must have markets for the exports of their developing
nemfacturing industriea. Relatively low labor costs showld com-
tribute to making their products more competitive with thoge of
highly inftustrislized countries cver a wide range of light mamm-
factures and it is desirable that they should be able to take
advantage of such opportunities for international speeialization
and exchange. Yat; despite its charges that Western neo-colomialiem
sesks to perpetuste the status of the undardeveloped countries as
redominantely raw materials suppliers,. the Soviet Rloc thus far
- hes offered the underdevelopsd countries s direct market for little
more than food products and crude muteriels. Its imports of mam-
factured goods have accounted for ounly a litile more them $100 mil-
lion ammually, a stable 11 percent of Bloe impor3s from thege

-5«
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countries sine= 1959, Ry compearigon, imports of manufactured goods
from primsry-producing countries by the industrislized nations of
Westarn Burope and North Amarica amounted to almost US $2 billion
in 1959. In both 1960 and 1961 roughly two-thirds of Bloc imports
of manufactured goods from the underdeveloped countries consisted
of Yugoslev metals and metal producis, Rhodesian copper, Indian
Jute mmmuTactures, and Egyptian cotbon yarn, in that order.

C. Prospects

Any eveluations of fubure prospects for sustainsd Bloe
imports from the underdeveloped countries must necessarily take
into account the relation betwsen potentisl Eloc reguirements and
the resources and export capabilities of these areas. Prioity
Eloc import requirements from aon-Floe countries will for seversl
years consist largely of equipment and technology for the chemleal,
transportetion, metailurgieal, and electronies industries -- items
for wvhich underdeveloped countries have little immadiste export

potential. .

With respecit to rubber, the Elo¢ has been forced to supple-
meart production by large lmports in order to kexp pace with in-
creased demand. As noted above, these imports have increased more
then threefold since 1959, reaching the record level of about
k85,000 toms in 1961. Although purchases in 1961 were exceptionally
high, partly because of Soviet efforts to replenish inventories,
large imports of rubbexr by the Bloe sxre expected to contime and
o reach roughly 500,000 to 600,000 tons by 1965. A% the same
time, however, the Bioe iz making & determined drive to modernize
and expand iis chemical industry, with particular siress on plans
for developing new synthetic rubber substitutes. Soviet state-
ments mede in 1959 indlecate that the USSR intends to cwrtsil its
parchases of natural rubber as soon as possible by greatly expand-
ing production of symthetic rubbexr. Thus, while short-run prospects
suggest a contimwation of imports at adbout the current high rate,
the objective of Kioe countries evidently is ultimately to reduce
.or eliminate their dependemce on imports of rubber.

With reapect to textile fibers, the USSR exports large
smounts of cottom, mainly to its Buropean Satellites, at an ammsl
volune which varies between 20 and 25 percent of Soviet domestic
production. Altheugh incressing requirements at home appear to
strain the ebllity of the USSR to comtinue such extemsive exports,
these commitments oppsar fatrly rigld as indicated Wy the export
pattern of the past 10 years. Although cotton imports, on the
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atherhanﬁ,haveincreasedsomhaﬂinmmetomingdmds
ofWthw,mstmm--m
twice the size of imports ia 1960. Wool 1s also in short supply
becauge of failures in dopestic production.

The fulfillment of future goals for light industyy depends
in large part on a lsgging agriculiural sector for supplying
increases in natural fibers and ob & heavily burdened chemical
industry for supplying rayon and synthetic fibers. Should agrioul-
ture and the chemical industry fail to meet the of
mm,mofﬁmmomrwwmthcw”
of textiles and clothing %o Soviet comsuners would bs placed in
seriocus jeopardy. In this event, Soviet plamners would have to
look sbroad, Jrimarily to underdeveloped countries, Hr large
quantities of textile fibers with which to supplement domestic

supplies.

With regard to the tropiecal foodstuffs of the underdevel-
oped countries, the Hloc could provide sn expanding merket for
produets such as coffee, cocoa, and tropical fruits ani vegetables,
if itg lenoders become more responsive to the long supjressed desires
of its people for a subatantially higher standard of living. But
any sttempt to forecast future levels of these imgorts is rendered
espummmmwmrwammmmtumw
related, as are imports of raw matarials, for example, to other
elemsnts in the develojment plens of the Bloe countriss; hence,
they are more suscepiible either to sudden restriction in the face
of unforeseen balance-of-payments stringencies, or to sudden expan-
sion when, in some srea, it i deemsd politically expedient to do
80. :

In oxder to provide sy greatly expanded market for the
exports of underdeveloped countries, however, the Eloe mst de
willing to sbsorb a range of goods from these countries comsiderably
wider than their traditicmsl primary products. It must be prepered,
for example, to shift a pert of its imports of machinery and equip-
ment and semimamufactured goods from preferred Western suppliers
to underdeveloped countries and to incresse its imports of textiles,
electricel equipment, and other products of light imdustxy which
these countries are aow beglinning to produca.

In the last enalysis, it seems clear that the extemt to
wvhich the Hoe, snd the USSR in partioular, will be willing to com-

%£ims to absord a substantial shars of the traditional products of
primary producing r.;oumtries, to provide a market for the nswer
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exports of thase areas, and to make the internal plamming adjust-
ments required ly such an exchenge, will reflect political demands
rather than predicteble econcmic imparatives.

IIX. The Blog as a Source of Supply

For tha Eloe as a vhole imports fyrom the underdeveloped countries
have exoseded exports in almost every year since 1955. The balance
of trads of the UBSR and the Buopesn Batellites differ markedly,
however, in this respect. (See Tebles 9 and 10) The Boopean
Hatellites have zhown a stealy export surplus with the
countries in every year since 1955. In 1961 the value of Satellite
exports to the uderdeveloped coumtries axceeded imports ty sebout
22 percent. The salient fact about the Soviet exchange with ths
underdeveloped countries, on the other hand, is the chronic lag
of i1ts exports to the ares, wvhich is discussed more fully below.

As a supplier to the underdeveloped countries, the Soviet Eloe
- provides mainly mamfactured goods, machinexy and tramsport e quip-
ment and fuels. Together, these three categories of goods have
acoounted for between 70 to 75 percent of Hloe exports to the
underdeveloped areas in recent years. (See Tsble 11) Within the
broad category of manmfactured goods, taxtile fabrices and yamms and
- iron and steel prodncts have assumed major importance,
for almoet two-thirds of Bloe exports of mapufactures and almost
ons-£ifth of total Hloo sxports to the underdeveloped eoumtriss
in 1960 end 1961. High on the Eloc's export list of machivery
items %o the unlerdeveloped areas are agricultural machinery,
ineluding tractors, elecirical machinery, and tranasportation equip-
ment .

Soviet exports of machinery end transportation equipment to
the underdeveloped countries more than doubled between 1959 and
1961 and accounted for elmost one~third of total Boviet mechinery
exports in 1961. HNevertheless, the value of Boviet machinery
exports to the underdeveloped countries still is quite small com-
pared with Western exports of mechinery to this same group of
nations; in 1960 Soviet exports of machinery to some 30 underdsvel-
oped coumtries was only 12 percemt of that of UB machinery exports
$o0 thess same countrien.

A large portion of Soviet exports of machinery frequemtly is
supplied to the underdeveloped ocountries in the form of complete

plants. In 1961, the USSR provided exports of these inmtegrated
machinery ynits to 13 underdeveloped countrdies, of which Afghsanictan,
India and the UAR accounted for the major portion. {Bee Tuble 1)

-8 -
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Table 1 o
mwwtwmmmu
19% e 2959-618/
19% 9% 1960 w6

countries : ;5_6__3 18.6 0.8 g6

Bquipment fﬂl‘ couplate .-

plants, of which: 7.5 69,3 88.6 138.8
Yedia 5-8 . 3!!'-2 ' 1802 $~6
United Aveb Republic b "15.7 15.9 35.2
Afphanipten ., T MALT 17.h 18.6
Traq . , o 0.2 k.3 159
Indonesia - 0 B 5.0 9.0
Byxla 0 o 1'0 2.0 8.6

o From official Boviet dsve.
b. Less than $100,000

mmmwﬁewWMﬂu, pubro].m

and petrolews products have been the wost important single export,
acemmtingformmeofm@thmmmoftomsm«h
exporits to these countries since 1959. For some individual under-
developed countries, theaee.@ortahmemﬁdadamdmahmof
their petroleum needs. In 1961, for example, the Bloc was vir-
tuslly the sole supplier of (Guines's requirements for petroleum .
produets.

Until 1960 the Eurcpesn Satdllites eppeared to have built up
a significant export trads with the underdeveloped countries in -
namifactured goods, the velue of which exceeded their exports of
machinery and equipment by a rather large smount. Textile fabeics
including yaxns account for a much larger portion of Satellite |
exports of mamafactures to the underdeveloped countries then is
true of the USSR. Commencing in 1961, however, Satelllte machinery
exports excesded those of mamifactures and accounted for about one-
Zhird of total Satellite exports to the underdeveloped countries.
Various kinds of transportation equipment are the most importent
ecategoxy of Satelllis machinery exports.

-9
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Puble L
38R Exports of Equipment for Complete Plants to
Underdesveloped Couniries
1955 and 1959-61. a/
Millica Current US $
. 1956 1959 1960 1961

Tobal VISR exports of machinery
ad equipnent to underdevaloped

i eg 26.3 118.6 1.6  £h0.6
Boviment for complete
plants, of which: 7.5 69.3 68.6 138.8
Trdie | 5.8 3.2 18.2  39.6
Talted Areb Republic b/ 15.7 15.9 35.2
Efphanistan ' L7 .7 17.4 18.%
Tra, 0 0.2 4.3 15.9
Indomenia, 0 0 540 9.0
S;‘?"Z’i&, : R @) lw_o 2.0 806

a. From official Soviet data.
b. Less than $100,000.

Anong, Soviet exports to the underdeveloped countries, petroleum
and petroleum products have besn the most important single export,
accounting for an averasge of more than one quarter of total Soviet
axports to these countries since 1959. For some individual undeyr-
doveloped countries, these exports have provided a major shaere of
thelr petroleum needs. In 1961, for exemple, the Bloe was vir-
ally the sole supplier of Guinea's requiremsnis for petroleum .
roduets.

tatil 1960 the Euwropean Satellites appeared to have bullt up
o significant export trade with the underdeveloped countries in
woputectured goods, the value of which exceeded their exports of
oachinsry and equipment by a rather lerge amount. Textile fabrics
fucindling yerns aceount for a mach larzer portion of Satellite
exports of mamufactures to the underdeveloped countries than is
true of the USSR. Commencing in 1961, however, Satellite machinery
wrports exceeded those of mamufactures and accounted for sbout one-
third of total Satellite exports to the underdeveloped countries.
Taricus kinds of transporiation equipment are the most importent
enbegory of Satellite mochinery exports.

- 9 -
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A. The Effects of Bllsteralism

The consistent rreference of the Bloc for the negotiation
of bilateral treding agreements with Free World wndexrdsveloped
countries stems, in pardy Drom its conviction that a billateral
trading system is particularly well, suited to the central plamning
process, that it affords a convenient mechenism for the disposal
mmimmmmmmmmmmuw
in Vestem markets, that it emhances the bargaining power
political leversge of its state tradlng monopolies mdul:lngld.th
weaker trading partners and moet importantly, perhepe, that it

rovides an opportunity to expend imports without large tranefers
of gold or scarce forelign exchange.

Bilateralisnm alaso eould appeer attractive to undexrdeveloped
countries, some of vhich themselves heve established trade moncpolies.
It sppesrs €0 be o less complex aystem to many of these countries
vhere thare are only a limited mumber of offioeisls vho understand
the complexities of interasbionsl ecomomics. Moreover, bilaterslism
seems 30 assure underdaeveloped countries that they will be sble to
dispose of their few vital export profducts and achieve some stabil-
ity in their trede.

Daspite thene peening advemteges, however, it is clear
that the comclusion of more than 200 bilatersl egreements with
individual underdaveloped countries has had a deleterious effect
both on the efforts of masbers of the GATT %o strengthen a mlti-
lateral trading system and quite often on the trading pexrtners of
the Bloe. Contrary to the parposes of the GATY, billateralism -
often sexves to fdepress the world level of trade and, in the case
of the underdeveloped countries, effectively narrows the range of
their trade relationships and hence their cholce of irmports and
mariets. The weaker the undexrdevelopsd economy the more difficulty
1t has in Wreeking cut of an established bilateral trade pattern.
Hzﬂngagreeﬁtoseutothemocthebulkoriumjormt
erop, such as Melisn peaxuts, the underdeveloped country lacks the
alterpative goods with which to earn on the world market the hard
currency necessary for trade elsevhare.

Hany undardeveloped countil es now are becoming increasingly
swvare of the drawbacks to bilaterzl trade and are beginning to have
reason to regrat the extent of their dependence on the Hloe as a
trading partuer both firom the gstandpoint of size and stadbility as
wall as gquality and variety of Bloe goods. Moreover, it has becomes

- 10 -
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clear to zmany underdeveloped counixries that the clearing account
mechanism of bilateralism cen work to thelr disadvantage.

2. Ioetabliity of Bloo Purcheses

The vaxing problen of providing stable markets for the
products of underdeveloped coumtries and of increasing their export
earnings -- a problem vhich the West has been sttexpting to solve
by intermational comodity agreements and other measures -~ hes
not been alleviated by the conclusion of spparently large amd
attractive hilateral agreemants with the Eloc. As a buyer the Bloc
has proven t0 be sporadic and uncmrésin, one with vhom the under-
developed

country finde it Aifficult to esteblish firm relations
based on mitual confidemce. An examination of Bloc imports, country
hy country, shows thet quotas comfained in the bilsteral agreemmts
frequently sve underfulfilled and that Hoc purchases fluctuate
widely from year to year. Im 1960, far example, trade agreemmnts
concluded betwesn Brazil and Polend, Czechoslovekia and the USSR
ealled for RBrazilien exports of U3 $95 idllion to these three
countries. These Hloc countries, in fact, yurchased from Brazil
goods valued at only US $53 milliom, or roughly 55 percemt of the
sgreenent figures. This was not an isolated case.

The sharpﬂumnm in HEloc purchases from under-
duveloped countries are apparent in Table E. '

Table 2

Fluctustions in Koo Tmports
from Selected Undexdeveloped Countries

1957-61
Million Curremt US §

1957 1958 1939 1960 1961
Syria 16.6 .1 12.2 20.0 .9
Burm 16.3 5.8 2.5 7.0 5.2
Ghann 17.5 1.k 6.2 21r.2 12.0
Teeland 20.3 m.g 21.9 16.3 10.0
Uruguay 7.9 28. 24.6 9.0 12.5

Sellers are faced, therefore, with a sexrlous cholice of

acecepting spectamlar tut very possibly short-term mariets or con-
timuing to sell at a perhaps lower proflt in their established
markets .

-11 -
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C. Disadvanteges of Clearing Agresments

The pemlisrities of the Hloc's economic system necessitate
that the bilatersl cleering scoounts vith non-Bloc ecountries almost
always use a Western axrrendy &8 a unit of value. In most cases,
however, the underdeveloped countyy selling to the Bloe does
not actually receive Western currency. Only in a few instances have
underdeveloped countries been adle to induce the Eloe to pay for
part or all of its murchases iv convertible cwrrencies. A swrvey
of bilateral payments sorangements concluded betwsen the Bloe
and the underdeveloped countries &mring 1999-61 revealed only 16
agreenants vhich provided for fimancing the trade in fresly con-
vertible anrencies. The usual practice is for the underdeveloped
country to be givenm a crsdit in Hloe ourrenay which, howaver, is
ot convertidle into Western awrrency and camnot in most cases be
used to make purchases in other Bloc countries. The value of the
cradit, therefore, depemds om the vaiue of goods vhich the under-
developed country can buy from one perticular Bloe country. Until
the underdeveloped country lnows whet the Eloe country will supply,
and at what prices, it camnot lmow for what yrice 1t hes
gold its products. Thus, the underdeveloped country vhich hes
negotiated the ssle of an agricultural crop, for exsmple, is forced
to try and meesure the relative banefit of sale by peyment in goods
vhose dslivery in the future remains 4o be negotiated. The deal
will be satisfactory only if the gocds to be delivered are moderately
priced in terms of coat and quality, or if the seller bas found it
impossible to Alspose of his export crop in Westarn markets at a
reasonable price. This has not alwgys been the casse.

The customar buying fungible Bloc products such as grain, '
hos had no great problems provided sppropriate delivery dates, specif-
icationa, and pemalty clauses ware written into the puorchase contract.
Some Bloc products, however, often fall to meet quality standards;
deliveries are often delayed; and spare parts are scaxrce.

As a result of these difficulties many underdeveloped
countries have deen placed in the position of holding Bloe trade
eradits without being shle to use them. In 1961, for example,
Soviat purchases from underdeveloped countries exceeded the value
of its exports to these countries hy about 4O percemt. Although,
as indicated earlier, some underdeveloped countries do mt inclwde
in their trade returna all imports under foreign aid, the Soviet
trade data, which do include exports furnished on credit, also show
a conaistent lag on tha export side, although to & lenser degree.
According to Soviet data, Soviet purchases from the underdeveloped
countries in 1961 excecded exports by 16 percent.

- 12 -
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These nations nov are having to take drastic measures in
an abtempyt to capitalize on these trade aredita. Ghana's solution
has taken the form of steering inport licenses to the UBSR. %Tbe
Ghanaien Government now sither rejects import license applications
for goods from nom-Bloe countries with & notetion that the goods
applied for are svailable from Eloc sources or returns Lmport
license applications for goods from non-Eloc countries approved for
import from Kloec sources. Rrazil's trade credit with the Koo,
coupled with its belance of payments orises, has led to incressed
ressures for giving priority to end dlscriminsting in favor of
the acquisition from the Hloc of neseded industrlal mechinsry and
equipment. This situstiom was illustrated recently by the dis.
placement of a wimning low Jepenese did by a higher Czechoslovek
bid for the supply of turbines for the expansion of a Erezilian
hydroeleetric plant. ‘ v

Thus, it sppsars that a major weakness of the bilateral
commsrcial exchange between the USSR and the underdeveloped countries
is the inability or wwillingnees of the USSR to provide enmough
axports of the type requirad by these ecomomies. This is txue
despite the fact that the flow of Soviet intustrial goods, mainly
machinery, has been rising steadily in absolute terms coincident
with the Bloc's sconomic asslistance poogram.

D. ‘The Problem of Reexports

Although deteiled and conoludive evidence or the problem
of Bloc reexports of goods imported from undsrdeveloped countries
is ascanty, officlals of some countries in the area have expressed
concern over these alleged Rloe practices. ¥While the problem of
disposing of large-scale politicelly inspired imports probably
has not yat resached serious proportions, such cherges have besn mode
with respect to Ghanajen cocoa; Greel tobacco, cotton, sultanas,
currants, and skins; and Egyptien cotton. What 1s more, such resales
allegedly have bsen mede below prevailing world merhket rxrices,
thereby forcing down prices received by the original seller for the
some products. Ghanaian officisls, for exapple, reportedly have
found Bloe purchases of oocoa resold in Western Burope with tho
rasult that Ghane found itself in competition with its own products
in traditiomal mavkets. Similarly, Egyptian officisls feel plagued
by Bloe reseles of Bgyptian ocotton. In the years prior to marketing
year 1961/62 rte of Egyptien cotton by Hloe countries acoounted
for sn satimated 8 percemt of Bloc purchases from Egypt. Moreover,
these sales reporiedly wers mede st prices ranging from 2 to 20
percent below world merket prices. As a result in 1961/62 the
Egyptisn Cotton Commissicn restricted cotton exports to Commnist
countries while st the sems time it increased relatively the volwne
of exports to the rest of the world during the first 6 months of
the merketing yeer.
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Table 3

Soviet Bloc Trade with Underdevelopad Countries,
1955-61

mnimoxrrmtvsi

Bhare of
Totael Boviet Eloe .
Trade Prade Turnover

Twpover {in percent) Bloc Exports Bloc Imports

1955 950.1 6.1 bés.2 L8k .9
1956 1,115.% 6.9 572.9 542.5
1957 1,361.1 7.2 668.6 692.5
1958 1,737.2 8.5 876.8 860.4
1959 1,911.1 7.9 889.0 1,022.1
1950 2,144.0 8.0 1,019.7 1,12%.3
1961 2,226.2 7.7 1,006.h 1,129.8
- 15 -
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Table T

Soviet Bloc Trade with Underdeveloped Countries,
by Aree, 1955-61
{in percent of total Bloc trade with undsrdeveloped countries)

1255 1936 1957 1958 1959 1960 1%L

Latin America 30 19 11 1k 1k 1 13
Middle Bast 40 39 45 b2 3 33 3
Afriea L 3 i 3 - 7 9 10
Asie ! 18 18 18 23 22 27
Burope 12 21 22 23 22 22 18

100 100 100 100 100 100 100

Approved For Release 2000/04/1 91 CIA-RDP79T01049A002700080001-3



Table 8

CONFIDERTIAL

o

Underdsveloped Country Exports to Soviet Bloc by Commodity, 1955 end 1959-51_

AppRived # rgele% 22(3/0@ 9§§‘§.§ﬁo7§!o§k9§bozf&}>o§ od1-

g - 4 32 o 399t Y Y 9

S I g 9 S5 A Sgeas o A ® @ o

g &

2 § 2 9 22 of aReme o o o v
HE 3 %4 g wgses o <l g & s
N7 g gaardad a %

r
& g4 of @enm4 o @ 4 o
E‘Jg §]°‘£‘.§5sssah~4s ﬁlgg
@ g @@ of wowr . e IR
87 Jes g mug gaf
: Q o 2o o ytwg, | o o o E
§§ ﬁ““’gﬁ&&ﬁ"‘gaﬁ
B
¢ wow, oy wqe, o 4 @
§‘§ d d' g igag! A 4 mﬁ
4
A A Q% 9 moodyd @ o o o a2 (8
%ggsagjg§am°a§ 8l &l [k
B B B B R B e B B E
1 gsaﬁ{mmawﬁg =
g < Y Ved DO ONRDOND e B b O uy,
B 3 g 99 f egeem o1 d g H 8 “g
Y B B B e e i B B 4
gﬁ’ Qawdmggﬁﬁawﬁ RA;
; n
'§ .
g ] : :
A g T - :
B Mgl ot 3 88 g0 o § Ll
Apprioved FofiRe éego%w" 18: P7TO 43\0 0 ooﬁ
& 8 - @

CONFIDENTIAL

-2 -

b. (Under $500,000.



CONFIDERTIAL

App.roved' For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3

9
Soviet Eloe Imports from Undexrdeveloped Countries

Tabla

by Hioec Area
1955 and 1959-1961 a/*

$

Million Current US

European Sstellites
4900

959 160 14

1955

Area and Country

g 4

632.2

480.2

148.2

:

2.8

ho2.1

3

105.3

102.1

Reb 33T

3.2

g
]
g
5

SN NN O\G 'O

m%ﬂm¢ﬁ°ﬂ

0GR QA1
gRO!"ﬁ O b~

wg ey, Mo

ﬁ“l"l l o 0\0\3

Nmm.:r O

1?\-!00 1 BA

-

P A0

12.7
19.2

m«plm‘o_\.u_\
o3 i H
't:!-'_l Q1O I -
o) P =5
aer i 1A
ot

r.-r-lco._a_- 0
&\010!0.0

BIRE

Approved For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3

-4
.

g

140.0

12)..0

!}7 .h

:
:

RO

-----
Xl
|°m‘ur"l\o

ﬂf‘ld’m-d'

.....

ttttt

.....

skinif

g

% Footnotes for Table 9 follow on p. 29.




App'roved‘ For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3

- % -
9*0 T'0 .- -- e - - -- opred
Ly £2 62 - 62 91 o1 - Sﬂa.w
- 10 - - - - - - oSog,
mnw a.m e'9 2'€ 86 8°s € -- wepng
0°€ 62 o'y - - 144 - - UTRITR
€6 85 9‘9 JAd 2 Ly 154 £'1 JAS § 02D0X
/T - - - - - - - wluoy
T'0 T0 -- -- /2 g'2 9§ - 9ee0p Lmag
16 9°g Ly - €4 6°€ <0 -~ BIUFTD
L1 g°'0 Lo - 9°g ¥ oS 5'¢ ' Tt ey
§ af A 142} o'e -- 61 oSt 61t - pusTesely
k< ;
o1 &0 20 - ¢ - zo R oo
S g0 T°0 -- V'K -~ - - oFiandey oBuo)
€0 €0 20 - -- 2°0 1144 -- TCOTUTE)
o't g1 9°0 - -- 1°0 -~ -- wToduAy
1T $°0 Lt .- 0T 9°'T 2€ -~ BIIB3TY
oy (554 [54 8ot gy Iz 0°&E TET BTy
a1 6"0TT Lzr 7'19 o'€L L'gg "1 202 oTTqRERY qely PeATHN
m”nw L 3% LR &y 9'4 ' 26 Loxang,
9Tt H€1 6°L q°1 £-€ 9°9 £t 00 orTandey qeay UBTIAS
1°0 €0 T°0 - 9°0 20 10 -- sAqpT
61 13 § 1°0 0T o°2 L't e 0t UouBqY
6'0 1 01 - -~ - -- - wupIOr
10T (A3 TCoT T 06T o1 E;
%6 5@%»3 s 4 {115 ZRENG) pae Gety

(penxrguc)}

/8 wexy o01g Aq sermumney pedoTessprepun woiy sqiodEy 90TY 4OTA0Y

TYLINZQLIND

Approved For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3



.

aloped Countries by Hioe Area

erdev
{ Contimed)

Seviet Bloc Imports from Und

Apbroved For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3

Million Carrent US
Satellites
a

02
2.3

5n

b5

22h b

USSR
1959 1960
223.5  188.2

1222

20.8

5
3
i 3

Approved For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3

<

§

-ml6

4= O A IND KM

lllllllll

t .tows—mﬂgm

ooooooooo

nwm:g\oaﬂm

U0 i VO D=\ b0

OOOOOOOOO

t=_ OVINQE IOt O

nnnnnnn

a\\lo mu\gg.m-&

O N OV OV O

.........

g
géé»ﬁ%ﬁ

D2 O

| 4448
;1 A4

g Qunrd
3448

Qo

! \8’ -‘JmOb

a :wzg

Wy QnAQ
oy
g!_ ()'\('\lt"'wb

N oo u

g|§§§

——

involved (with the excep-

values have been rounded to

o

These data are based on officiel trade statistice of the Free Wi

trede 1s known, although some trade mey

1d countries

). a1

[+1 4

the statistics for wvhich are based on Soviet dasta

{--) entry indicates that no fisure for

2

:Lcm of Afghanisten
000. A dash
Less than §$50,000.
Less than $100,000.

vetakmplace.

the nearest $100,

CONFIDENTIAL



- % -

*€€ °d w0 MOTTOZ OT FTqBYL I0J S930U001 &
70k r A ¥ 6°62 T 1t 661 ¢ e 09t 6°'1 S099ID)
61 02 14 ) - T 9'6 - - il
9°2 L€ L2 -~ fq -- -- -- wpy
TéR ©oFGE 09k T It ¥T&XET ORT 6 Joeu STOOTH
1 2°¢ 8'9 &1 /a /a /a /q STENZIUSY
Tt 1y ol ' 60 90T €4 10 Aensnag
10 -- - -- ~- -- -- -- DPEDTUTL
€1 €1 9'0 0 /] IS /] /3 nRg
02 g2 ST o't €0 §'0 G0 /q COTXIN
71 - -~ - /q .- -- - SBIVPUCH
1 €1 g0 - - -~ /q -- BUETND
Lo fq 10 - - - - -- Jopenog
66 26 g 2'T /a 2'0 /a -- VEqUOTOD
T 1 60 21 /] /q /a .- MW
A3 1 0°29 6 Ly g€ 2°61 9 L1 €1 - TIzeag
2'0 -~ - - /a .- -- - sopsqTeg
g°aE Lr€E 22 %1l 6" Tt €T 6t 22 BUTINITTY
0°%L §%% 2K T oo T 168 TTE goF Tor Te10%

o561 TR o8 vedy

#
>
4
A
B

Sy T19398 o Hosn

App‘roved‘ For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3

§ Sfi YRRLIY GOTLLIA
196567 Pue G661
#/8 weay oot &
gerIpmo) padoTaAsprapuy 03 s3x0dXy D0TH 38TACE

0T 9Tq8L

TYTLEIYIN

Approved For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3



Approved‘For Release 2000/04/19 :

Soviet Bioe Exports to Usderdeveloped Countries by Bloc Aree a/
{Contimed)

Approved For Release 2000/04/19 :

Us §

Million Qurrant

Setellites

1925 1922

;ﬁ

USSR
1959 H@

1953

L

D N O st O -

uuuuuuuuuu

OU\Q ﬂ\NNHb-\Dl"
mmm
a8 mmﬂ:—lﬂgp

™
QoSO A G202
YO INFVO A DY

N
Lo NS
”-\F!b.: o M

[}
Wi [

Ao
&R

NO N O\ ettt
mﬁcaaa?ﬁ@a

Mg L el OO

llllll

PPOC’#OPNW{E

CDO(“"D U'\\.D H\Or"i

a-&@ lNGﬂw\Og

-

Lebanon

Libya
Syrian Arab Repmblic
Turkey

United Arab Rerublic

kmﬂ
Jorden
Halta

CIA-RDP79T01049A002700080001-3

sl

m.a

12.0

G.2

CIA-RDP79T01049A002700080001-3

v-rl.tn“-ﬁt-
\OO-—ION

0.6

1.9

3.9

Federation of Rhodesin snd

t'-Nt“-GQ m

ﬁ\D\OHDﬁ

,Laey
E-T LT

Ng <=0
denoa

b9
3.7

-

Hlnthct i

og:'aon.aur
]
L]

Qe aa 06
N 1 \D .
o g
[ S S )
[} jet 1 1 QY

i
t w1
1 I [~

;
1

o8
i

i:



CONFIDERYIAL

Soviet Bloc Exports to Underdeveloped Countries by Bloc Ares a/

Approved For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3

W | TAE MmoaAA .\ocomcu.-.n\;gcgqlu}
» * B & o 8 - .ml.' m d
5 BN gAmiagHGo a | 0 g 8 o
: 2
5 Slgf = - o o H <9oymen min o
q a" i1 © o ~Aalmo MEAARE TN
g &
2 n <4 2qdmq M gho=zan, Qa2
a o ﬁ Qte- ~O g amcaamu:m: 1o
o = BRI ALr o B -
g :|= :n‘.)::: d ldl-O\Rl-ﬂ'Mllo
dl 4, 0RO £ncte QO @
§ E‘U’\h'ﬂ [= NAVERE %iaﬁmmgammouﬂ
oy
o '
B IR L TR By Yo R i B P &
g o i £ ©\W 1N 5' AN TN A '
B
< ,0<dg, M QadwQn @@ |
g.ﬁ - SHMHORNIOOIIO
4 \D r{ - QN o4 .-2
N orradiry 318888 ime e
A S g,
g < i
| 3
g 13 3%, 4 598 22153
) hatieadt  Lisadehall
g & Egaagéb g' b r? -§ aé

Approved For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3



CONFIDENTIAL

Approved For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3

Soviet Bloe Exports to Underdeveloped Countries by Blee Area a/
{ Contimed)

$

Million Current US

Ares and Countxy

:

sh il

o R
O 1A =t
-

Q% Oyt
m (18]
Flmr-lg

;

Yugoslavia

Iceland

i

g

excep-
ed to
trade

the
round
ome

countries involved,(with

vased on offliclal trade ststistics of the Free World
(--) entry indicates that no figure for trade is known, although s

the statistics for which are based on Soviet data). All values have been

Less than $100,000.

the nearest $100,000. A dash

a:; These dasta are
have taken place.

tion of Afghanistan,
b. Less than $50,000.

G

- 33 -

CONFIDENTIAL

Approved For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3



CONFIDERTIAL

Table 11

- .
%4%.4}?'\0“\
i, ..
38""?( o
g 185 3¢
N e o=
i | B: A3
g o
o | 0T
o - o
§§ u%g 8 9
& o
s o %
EOHP
£ ® g

Underdeveloped Countxy
1959

Total a/
Fata end Oils

i
f i

ApproVed For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3

3.3 289

Approved For Release 2000/04/19 :

4 @
ot

® 9g

] ND 4] b
» L4 L -

i

8.0

19.8

Bk

m06

137.6 132.8 102.8
33
ob

2.3

Crude Materials

Q3

Rl 58

70.2 51.1
13 19.
7

96.5 101.7

:
géé

o Y oo
ﬂg $R

13
.3".‘

45 aF
H 4 &g
QY 9 AW
dq a2

o w0 N
< g wd

£
8 A

rid
8 8’2

A o8

2.3 530

7
»

R

225.5 251.2

I
HhB

Textile fabrics, including

yarn
Jron snd steel

Memufactured Goods
Machinery and Transport Equip-

B

AR in!
NR

~
TS
» - .

i Rath

<} 90

dm

A Rt

Lg ]
=

B\-ﬂ'

:’o—l

s R A ¢

58
oy e
gl::m

3 &%

Trapaport Bquipment

Electrical. Machinery

ment

16.9

CIA-RDP79T01049A002700080001-3

moe

16 ‘6

7-2

14.8

6.1

yER:

Agriculturel Machinery end

Tractors
Other and Unspecified

24.1

k5.0

2.7

&



*

Appi'oved For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3

oc, by Commodify

Tl
A

)]

b8 from Soviet

Underdeveloped Country lmfx
Continued )

- 35 -

all underdeveioped countries for which eommodify date are avallsble.

udes

Inel

fxe udes Caba.

o

Approvgd For Release 2000/04/19 : CIA-RDP79T01049A002700080001-3




